
1234567890123456789012
1234567890123456789012
1234567890123456789012
1234567890123456789012
1234567890123456789012
1234567890123456789012

1234567890123456789012345678901212345678901234567
1234567890123456789012345678901212345678901234567
1234567890123456789012345678901212345678901234567
1234567890123456789012345678901212345678901234567
1234567890123456789012345678901212345678901234567
1234567890123456789012345678901212345678901234567

What a ride throughout the first, and beginning of the second, quarters of 2001!  The Federal Open
Market Committee (FOMC) eased another 150 basis points (bp) since its first unexpected move of
50 bps on January 3, 2001.  The Fed followed up with 50 bp moves at its January 31 and March 20
meetings and then recently moved an additional 50 bps on April 18.

This latest move came as a complete surprise to the market.  In later comments, the Fed stated,
“…capital investment has continued to soften and the persistent erosion in current and expected
profitability, in combination with rising uncertainty about the business outlook, seems poised to
dampen capital spending going forward.”

“This potential restraint, together with the possible effects of earlier reductions in equity wealth on
consumption and the risk of slower growth abroad, threatens to keep the pace of economic activity
unacceptably weak. As a consequence, the Committee agreed that an adjustment in the stance of
policy is warranted during this extended intermeeting period.”

Throughout the quarter, economic data continued to send mixed signals.  Toward the end of the
quarter, positive reports on motor vehicle sales and construction spending supported the view that
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What a ride! Greenspan, we’re all watching

Historical Yield Curve
Jan. 19, 2001 vs. April 19, 2001

Active Fed means interesting mix of economic information

continued on page 2
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the Fed acted early and forcefully enough to brake
the downturn, setting the stage for a solid second-
half recovery.  However, negative readings of
consumer confidence, the corporate hiring outlook
and the high-tech earnings outlook have supported
the view that the threat of recession still looms
large.  Due to the unexpected Fed action on April 18,
the FOMC obviously felt this recession possibility
was too great to ignore until its next meeting on
May 15.

Since our last update on January 19, the yield curve
has developed a flatness out to the one-year area
of the curve followed by a marked steepening out-
side of one year.  The curve now has more of a
“normal” positive shape with yields higher as you
extend out the curve.  The rally in the short-end of
the curve has been nothing short of amazing.  Yields
have decreased 134, 113, 88, and 43 basis points
(bp) in the 3-month, 6-month, 1-year, and 2-year
sectors, respectively.  Traders in the long-end, how-
ever, have had to endure a slight backup with yields
increasing by 3, 13, and 24 bp in the 5-, 10-, and 30-
year sectors, respectively, as shown in the Historical
Yield Curve graph (see chart on page 1).

Throughout this period, the Dow Jones Industrial
Average was extremely volatile, dropping as low as
9,389 on March 22, with its high close on Febru-
ary 1 at 10,984.  The Dow closed at 10,694 on April
19.

Since our last update, the NASDAQ got hammered,
peaking at 2,859 on January 24 and dropping to a
low of 1,639 on April 4.  The NASDAQ closed at
2,182 on April 19.  Both indexes recovered slightly
after each Fed action but then continued with spo-
radic trading.  Furthermore, inadequate corporate
earnings expectations have not helped the equity
situation.

The net return on the LGIP during the first quarter
of 2001 ranged from 6.23 percent to 5.23 percent.
Currently, there are no investment opportunities
providing positive carry (i.e., yields above the fed
funds rate of 4.5 percent). The LGIP has extended
its average life in anticipation of further Fed eases.
In an easing environment, the LGIP wants to have
a longer average life to preserve its yield and thus
lag the easing in rates.

Despite this extension, the LGIP is positioned to
provide adequate liquidity to LGIP participants and
take advantage of any cheapness in the yield curve.

Market summary
from page 1

It’s official: Four-years can join LGIP
Governor Locke on April 16 signed House Bill 1623,
which will allow four-year public institutions of
higher education to participate in the LGIP. As men-
tioned in our last newsletter, this proposal was
viewed by advisory committee members as posi-
tive for current LGIP participants and for the
universities and received the unanimous support
of the committee. We look forward to serving our
new clients.

Earthquake recovery plan works
As you know, on Feb. 28 the Puget Sound area
experienced an earthquake that made a seemingly
non-eventful month-end, one we will never forget.

It became apparent the Office of the State Trea-
surer would not be returning to the Legislative
Building (i.e. dome) any time soon. As a result, the
Business Continuity Plan was implemented and the
Pool was relocated immediately to the State Invest-
ment Board.

The first concern was ensuring that LGIP partici-
pants could transact business and that month-end
processing could be done in a timely manner. To
ensure a smooth transition, every resource of the
Investment Section was utilized and the Pool was
ready for business at 7 a.m. on March 1.

Administration of the LGIP was handled out of the
General Administration Building until March 30,
when the Administration, Investment and Debt sec-
tions of OST moved to the Sunset Life Building in
Olympia. Repair of the Legislative Building pro-
gressed so OST was able to  to get back into its
“home in the dome” on  April 27. If you have com-
ments about the emergency transition, contact
Tracie Kier, LGIP administrator, at 1-800-331-3284.

  Monday May 28      Memorial Day

  Wednesday July 4      Independence Day

  Monday Sept. 3       Labor Day

  Monday Oct. 8       Columbus Day

  Monday Nov. 12       Veteran’s Day

  Thurs/Friday Nov. 22/23    Thanksgiving

  Tuesday Dec. 25       Christmas Day
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We are progressing through the Phase III testing process of the interactive portion of the Web-
Client, which will allow users to transact business via the Internet. There will be a session at the
WFOA Conference demonstrating the Web-Client’s functionality, so come to the LGIP session so
you can get familiar with this exciting development.

The current application of the Web-Client continues to serve participants with information
on their LGIP account, including a list of authorized persons, bank account information, and his-
torical account summaries.

We appreciate your helping us keep our records up to date when you have personnel changes by
completing the LGIP Transaction Authorization form. There is a cost associated with each Web-
Client logon and password, so please remember to complete the Web-Client Logon
Authorization form as well, especially when removing an authorized user. Copies of the forms are
on the LGIP Web page or contact Tracie Kier, LGIP Administrator, at tracie@tre.wa.gov or 1-800-
331-3284.

Update on the Web-Client server: Come see how it works for you

The LGIP Advisory Committee met March  16,
2001, at Tumwater Valley Bar and Grill Restau-
rant in Tumwater. (Note: Due to the earthquake
and the subsequent closure of the Legislative
Building, the meeting was held off-site). Trea-
surer Murphy gave a brief report on the
emergency relocation of the LGIP to the State
Investment Board. There was no disruption to
the LGIP administration and daily transaction
processing. Several committee members ex-
pressed appreciation for the excellent transition
process.

OST gave a brief update on the net LGIP re-
turns for December 2000 through February
2001. The average net return of the LGIP was
6.12 percent, while the average fed funds rate
was 6.01 percent. The market has still priced in
further Fed moves, which is keeping every sec-
tor of the curve significantly negative carry, or
below the fed funds rate. The average life of the
LGIP is 65 days. To maintain the “pre-ease”
levels, the LGIP expects to maintain this longer
average life.

Treasurer Murphy announced expiring appoint-
ments of committee members Bob Dantini, Mark
Wyman, and Dan Underwood. These three mem-
bers were reappointed to three-year terms to
expire April 30, 2004. Tim Jensen’s appoint-
ment will expire April 30, 2001. He will not be
reappointed by Treasurer Murphy because of
pending legislation that will allow four-year uni-
versities to join the LGIP. Treasurer Murphy
would like to appoint a higher education repre-
sentative to serve on the advisory committee.

The Fiscal Year 2001 actual and projected ex-
penses were reviewed with committee members.
FY 2001 expenses through January 2001 were
$309,167, which is about $21,100 under bud-
get. Due to the large average daily balance, the
LGIP is running almost $158,000 ahead of the
original estimated rebate for FY 2001.

A brief update was given on the proposed legis-
lation which would enable four-year universities
to join the Local Government Investment Pool
for the investment of surplus public funds.

A brief update on Phase III of the TM$ project
was given. Programmers are 85 percent com-
plete with the LGIP transaction side of TM$
and internal testing is in process. Internal test-
ing for administration and interest allocation will
begin this spring. OST will send an e-mail to
advisory committee members later this spring
to ask for volunteer Beta testers.

Committee members heard a brief report on a
question asked at the December meeting about
using ACH for funds transfer. Funds must be
transferred within a certain “window” for a
same-day settlement to occur. If funds are trans-
ferred after the cutoff time, there could be a
one-day delay, and the entity would be respon-
sible for that delay. Members reached consensus
that the wire process is the best means for funds
transfer.

LGIP Advisory Committee: A summary of busy March meeting
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                                           Total number of accounts:  504

N u m b er o f A cco u n ts &  B reak d o w n
as o f M arch  31 , 2001
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Looking for benchmark data?  Look no further than the OST web-site

In response to requests from local governments, the OST Web-site now has historical data for
you to use for benchmarking purposes.  The historical data begins on January 1998 and will be
updated monthly as data becomes available.  The benchmark information includes data from the
following four sources:

1. LGIP net yields;

2. Money-market index net yields – comprised of privately managed money market funds with
similar portfolio compositions and investment restrictions as the LGIP;

3. Two-year Treasury ladder – the average yield to maturity of the previous 24-months’ 2-year
Treasury notes; and,

4. Five-year Treasury ladder – the average yield to maturity of the previous 5-years’ 5-year
Treasury notes.

In order to provide an example of the information on the web-site, below you will find yield
information for calendar year 2000 through March 2001.  A complete list of the benchmark
information can be found on the OST web-site at http://www.wa.gov/tre/invest.htm

M o n ey  M a rk et 2 Y R 5 Y R
L G IP In d ex L ad d er L ad d er

N et Y ie ld N et Y ie ld Y ie ld Y ie ld

J an -0 0 5 .5 35 9 4 .9 90 7 5 .3 03 5 5 .9 06 6

F eb -0 0 5 .6 80 0 5 .1 87 9 5 .3 44 9 5 .8 75 2

M a r-00 5 .7 65 8 5 .3 16 2 5 .3 88 8 5 .8 97 1

A p r-0 0 5 .9 48 2 5 .4 54 2 5 .4 33 8 5 .8 79 2

M a y-00 6 .1 05 2 5 .5 72 6 5 .4 67 4 5 .8 63 6

J u n -0 0 6 .3 78 6 5 .8 19 2 5 .5 18 2 5 .9 02 1

J u l-0 0 6 .4 69 2 5 .8 98 1 5 .5 59 4 5 .9 02 1

A u g-00 6 .4 42 8 5 .9 57 3 5 .5 93 1 5 .8 96 8

S ep -0 0 6 .4 63 1 5 .9 77 0 5 .6 38 1 5 .8 98 8

O ct-0 0 6 .4 43 1 5 .9 57 3 5 .6 95 9 5 .8 94 8

N ov -0 0 6 .4 64 4 5 .9 96 7 5 .7 71 7 5 .8 96 2

D ec-0 0 6 .4 52 6 5 .9 37 5 5 .8 16 1 5 .8 98 0

J an -0 1 6 .2 32 4 5 .6 02 2 5 .8 34 5 5 .9 03 4

F eb -0 1 5 .6 68 5 5 .1 38 6 5 .8 42 2 5 .9 12 0

M a r-01 5 .2 29 2 4 .8 42 7 5 .8 16 2 5 .9 15 8
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W ashing ton  S tate L ocal G overnm en t Investm en t P ool
P osition  an d  C om plian ce R ep ort

as of M arch  31, 2001
(S ettlem en t D ate B asis)

L G IP  Po rtfo lio  H old in gs
P e rce n ta g e

C o st  o f P o rtfo lio

R e p u rch a se  A g re e m e n ts 7 7 3 ,5 1 0 ,0 0 0$             1 6 .7 4

U .S . T re a su ry  S e cu ritie s 5 0 4 ,6 8 3 ,1 4 4              1 0 .9 2

U . S . A g e n c y  B u lle ts 5 0 ,1 8 4 ,1 4 4                1 .0 9

U .S . A g e n c y  G e n e r ic  F lo a te rs ................................. 0 .0 0

U .S . A g e n c y  D isc o u n t N o te s 3 ,1 6 3 ,1 8 4 ,9 4 7           6 8 .4 5

C e r tif ica te s  o f D e p o sit 1 2 9 ,4 5 0 ,0 0 0              2 .8 0

B a n k e rs  A cce p ta n c e s ................................. 0 .0 0

C o m m e rcia l P a p e r ................................. 0 .0 0

R e v e rse  R e p o s ................................. 0 .0 0

    *T o ta l E x clu d in g  S e cu ritie s L e n d in g 4 ,6 2 1 ,0 1 2 ,2 3 5$          1 0 0 .0 0

S ecu rities L en d in g  H old in gs
C o st

R e p u rch a se  A g re e m e n ts 2 4 2 ,1 9 6 ,6 5 2$             

B a n k e r 's  A cce p ta n c e s

C o m m e rcia l p a p e r

   T o ta l S e cu ritie s L e n d in g 2 4 2 ,1 9 6 ,6 5 2              

T otal In vestm ents &
C ertificates of D eposit 4 ,8 6 3 ,2 0 8 ,8 8 7$          

P olicy  Lim itation s
T h e p o licy  lim ita tio n s  in clu d e  in v estm en t o f ca sh  co lla tera l b y  a  secu ritie s  len d in g  a g en t 
ca lcu la ted  a s  p ercen ta g es  o f th e  p o rtfo lio  h o ld in g s  T o ta l E xclu d in g  S ecu rities  L en d in g .*   

 P e rce n ta g e P o licy  L im ita tio n s

S ize L im ita tio n s H o ld in g s o f P o rtfo lio P e rce n ta g e

C e rtif ica te s  o f D e p o sit 1 2 9 ,4 5 0 ,0 0 0              2 .8 0 1 0 %

B a n k e rs  A cce p ta n c e s  (B A ) ................................. 0 .0 0 2 0 %

C o m m e rcia l P a p e r (C P ) ................................. 0 .0 0 2 5 %

S e cu ritie s  W ith  H ig h e r  V o la tility ................................. 0 .0 0 1 0 %
R e p o s B e y o n d  3 0  d a y s ................................. 0 .0 0 3 0 %
A g g re g a te  B A  &  C P  H o ld in g s ................................. 0 .0 0 3 5 %

L e v erag e  (30%  T ota l L im it)
S ecu ritie s  o n  L o a n  (d o lla rs o u t o n  lo an ) 2 3 6 ,8 3 3 ,4 6 4$             

R ev erse  R ep os .................................

T o ta l L ev erage 2 3 6 ,8 3 3 ,4 6 4$             5 .1 3 %

M atu rity  L im ita tion s C u rre n tly P o licy  L im ita tio n s
P o r tfo lio  A v e ra g e  L ife 7 2  d a y s 9 0  d a y s
M a x im u m  M a tu r ity 3 1 4  d ay s 3 9 7  d ay s  
M a x im u m  M a tu r ity  o f R e p o 1 0  d a y (s) 1 8 0  d ay s
M a x im u m  M a tu r ity  o f R e v e rse  R e p o 0  d a y (s) 9 0  d a y s
A v e ra g e  L ife  o f  R e in v e s tm e n t o f C a sh  b y  L e n d in g  A g e n t 1  d a y (s) 1 4  d a y s



P o licy  L im itation s (C on tin u ed )

Repo Limits Per Dealer T o tal R ep o T e rm  R ep o P rojec ted P rojec ted
P ercen tag e P ercen tag e R ed em p tio n s P o sitio n

M arch  31 , 20 01 (20%  lim it) (10%  lim it) 4 /3 /01 4 /3 /01

B a n c o f  A m er ica  S ec u rities  L L C 8 8 ,5 1 0 ,0 0 0$               2 % 0 % 8 8 ,5 1 0 ,0 0 0              . .. .. .. .. . .. .. .. .. . .. .. .. .. .

B a n k  o f N e w  Y or k ... .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

B a rc la y s  C a p ita l  M a r k e ts ... .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

B e a r  S te a rn s  &  C o . 2 0 0 ,0 0 0 ,0 0 0              4 % 4 % 2 0 0 ,0 0 0 ,0 0 0          

C S  F ir st B o s to n ... .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

C h a s e M a n h a tta n ... .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

D a iw a  Se cu ritie s  A m e rica  In c . 1 0 0 ,0 1 5 ,1 9 4              2 % 0 % 1 0 0 ,0 1 5 ,1 9 4            . .. .. .. .. . .. .. .. .. . .. .. .. .. .

D r es d n e r S e cu r itie s  U S A ... .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

G re e n w ich  C a p ita l  M a rk e ts  In c . . .. .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

L e h m a n  B ro th e rs  In c . . .. .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

M e rr ill  L y n ch  &  C o ., In c . 9 5 ,0 0 0 ,0 0 0                2 % 0 % 9 5 ,0 0 0 ,0 0 0              . .. .. .. .. . .. .. .. .. . .. .. .. .. .

M o rg a n  S ta n le y ... .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

N e sb itt  B u r n s 1 0 0 ,0 0 0 ,0 0 0              2 % 2 % 1 0 0 ,0 0 0 ,0 0 0          

N o m u ra  S e cu ritie s  In tl  In co rp o ra te d 4 2 ,1 6 6 ,3 4 7                1 % 0 % 4 2 ,1 6 6 ,3 4 7              . .. .. .. .. . .. .. .. .. . .. .. .. .. .

P a r ib a s  C o r p o ra tio n 1 0 0 ,0 1 5 ,1 1 1              2 % 0 % 1 0 0 ,0 1 5 ,1 1 1            . .. .. .. .. . .. .. .. .. . .. .. .. .. .

P r u d e n tia l Se cu ritie s ... .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

S a lo m o n -S m ith  B a r n e y ... .. .. .. . .. .. .. .. . .. .. .. .. . .. .. . 0 % 0 % ..... .. .. . .. .. .. .. . .. .. .. .. .

U B S  W a r bu rg  L L C 2 9 0 ,0 0 0 ,0 0 0              6 % 4 % 9 0 ,0 0 0 ,0 0 0              2 0 0 ,0 0 0 ,0 0 0          

     T o ta l 1 ,0 1 5 ,7 0 6 ,6 5 2$          5 1 5 ,7 0 6 ,6 5 2            5 0 0 ,0 0 0 ,0 0 0          

Issuer Limitations P ercen tag e R a tin g
** C om m ercial P ap er C o st (5%  lim it) (A1/P1 or Better)

          N o C om m ercia l P ap er hold ings as o f 3/ 31/2001.

T o ta l -                             0 .0 %

B anker's  A ccep tances

          N o B an ker's  A ccep tance  h old ings as of 3/31/ 2001 .

T o ta l -                             0 .0 %

** T h e se are  th e  lim itatio n s  o f th e fo rm a l In v estm en t p o licy .  H o w e v er, o p e ra tin g  g u id elin e s p la ce  lim its o f 3 %  p e r issu e r.
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LGIP Performance Comparison

* iMoneyNet, Inc., Government Only/Institutional Only
versus

Local Government Investment Pool
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Net Rate of Return
Fiscal Years 1995 – 2001 (to date)

Average Net Rate of Return of Government Only/Institutional Only Money Market Funds,
Money Market Insight, iMoneyNet, Inc., Westborough, MA.

NOTE:  Rates are calculated on a 360-day basis.

The above comparison shows how the LGIP has performed relative to its benchmark since July
1994.  This benchmark is the iMoneyNet, Inc., Government Only/Institutional Only Money Mar-
ket Funds, which is comprised of privately managed money market funds similar in composition
and investment guidelines to the LGIP.

The LGIP net rate of return has outperformed its benchmark since July 1994 by an average of
46.4 basis points.  This translates into the LGIP earning $79.07 million over what the average
comparable private money fund would have generated.

* Formerly IBC Financial Data
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L ocal G overnm ent Investm ent P oo l

S T A T E M E N T  O F  N E T  A S S E T S

M arch  31 , 2001

A ssets
     In v es tm e n ts , a t a m o rtize d  c o st:

     R e p urc h ase  A g re em en ts 7 7 3 ,5 1 0 ,0 0 0                  
     U .S . A ge n cy  C o up o n s 5 0 ,1 8 4 ,1 4 4                    
     U .S . A ge n cy  D isco u n t N o tes 3 ,1 6 3 ,1 8 4 ,9 4 7               
     U .S . T rea su ry  se cu rities 5 0 4 ,6 8 3 ,1 4 4                  
     C o m m erc ia l P a pe r ... . .. .. . .. . .. . .. .. . .. . .. . .. . .. .. . ..
          T o ta l ex clu d in g  S ecu rities  L en d in g  &
          S ecu r ities P u rch ased  B u t N ot S ettled 4 ,4 9 1 ,5 6 2 ,2 3 5               
     S ec urities  L en d in g  In ve stm en ts , a t  am o rtiz ed  co st:

                            R e p urc ha se  A gre em en ts 2 4 2 ,1 9 6 ,6 5 2                  
          T o ta l S ecu r ities L en d in g 2 4 2 ,1 9 6 ,6 5 2                  
            T o ta l In vestm en ts (S ettlem en t D a te  B asis) 4 ,7 3 3 ,7 5 8 ,8 8 7               
            T o ta l In vestm en ts (T rad e D a te  B asis) 4 ,7 3 3 ,7 5 8 ,8 8 7               
     C e rtifica te s  o f  D ep o sit 1 2 9 ,4 5 0 ,0 0 0                  
     C a sh 5 2 ,2 1 0                           
     In te res t rec e iv ab le 1 0 ,9 7 9 ,4 4 1                    
            T o ta l A sse ts 4 ,8 7 4 ,2 4 0 ,5 3 8               

L iab ilities
     A cc ru e d  e x p en se s 9 5 7 ,7 7 4                         
     O b lig a tio ns  u n d er se cu ritie s  len d in g  ag ree m e n t 2 4 2 ,1 9 6 ,6 5 2                  
            T o ta l L iab ilities 2 4 3 ,1 5 4 ,4 2 6                  

N et A ssets 4 ,6 3 1 ,0 8 6 ,1 1 2$              

P a rtic ip an t N et A sset V a lu e, P rice  p er  U n it 1 .0 0$                              

T ota l A m ortized  C ost - S ettlem en t D ate  B asis 4 ,8 6 3 ,2 0 8 ,8 8 7$              

Q U A R T E R  A T  A  G L A N C E

Janu ary  1 , 2001  - M arch  31 , 20 01

T ota l in vestm en t p u rch ases: 2 3 ,7 4 0 ,5 2 0 ,9 4 5$            

T ota l in vestm en t sa les: 1 ,1 5 2 ,0 2 5 ,2 3 5$              

T ota l in vestm en t m atu rities: 2 1 ,8 6 3 ,4 4 8 ,7 7 5$            

T ota l n et in com e: 5 7 ,1 5 1 ,9 7 0$                   

N et o f rea lized  ga ins and  lo sses: 6 0 1 ,0 5 9$                        

N et P ortfo lio  y ie ld  (360 -da y  basis):
Jan ua ry 6 .2 3 2 4 %

F eb ru a ry 5 .6 6 8 5 %

M arch 5 .2 2 9 2 %

A verage w eigh ted  days to  m atu rity : 7 1  d a y s
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